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Abstract
Prior studies have found that subjects prefer an improving sequence of income over a
constant sequence, even if the constant sequence o¤ers a larger present discounted value.
However, little is known about how these preferences vary with the size of the wage pay-
ments. In each of our three studies, we nd a relationship between the preference for
increasing payments and the size of the payments. Further, our measure of the decreasing
marginal utility of money is only weakly associated with this relationship. Addition-
ally, our results roughly conrm an earlier theoretical prediction that the preference for
increasing wage payments will be largest for intermediate sized payments. Finally, con-
sistent with the literature, we nd mixed evidence regarding the relationship between the
preference for increasing payments and such preferences in other domains.
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1 Introduction
It is well known that subjects can exhibit a preference for improving sequences (Loewenstein
and Prelec, 1993). In particular, many people prefer an increasing sequence of payments over
a constant sequence, even if the increasing sequence has a lower present value (Loewenstein
and Sicherman, 1991). However, little is known about how this preference varies with the
size of the payments. Additionally, little is known about the preference for sequences of
nonmonetary aspects of a job. To address these issues, we elicit preferences over sequences
of payments and hours required for a job.
In each of the studies which follow, we elicit preferences over sequences of payments. In
these questions, each response item species an explicit sequence of payments. Within each
question, the undiscounted sum of each payment stream is identical among all response items.
However, each response item varies in its rate of increase. In each payment question, we o¤er
a constant payment sequence and various increasing sequences, where the rate of increase is
negatively related to the present value of that sequence. As a result, the chosen payment
sequence provides a measure of the preference for increasing payments exhibited by the subject.
In Study 1, we elicit preferences for income payment streams and hours required for a job.
We nd that the preference for increasing sequences of income is stronger when the payments
are larger. We also nd that subjects whose preference for increasing income varies with
the size of the income payments also tend to have a relationship between the preference for
decreasing hours and the number of hours required.
Note that in Study 1, we are unable to distinguish between the preference for sequences
of nonwage payments and the preference for sequences of income, which Loewenstein and
Sicherman (1991) has found to be di¤erent. In particular, the authors nd that the preference
for increasing payments is stronger when the money is described as wages rather than from
another source. Therefore, in Study 2 we elicit preferences for sequences of money, where the
payments originate from one of two possible sources: one earned through employment and
one not. We nd that the di¤erence between the two treatments is largest for intermediate
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sized payments. This nding is consistent with the results in Smith (2009a), which roughly
predicts that the preference for increasing payments of income will be largest for payments
which are neither very large nor very small, namely intermediate sized payments.
A possible explanation for the relationship between the preference for increasing payments
and the size of the payments is that it is due to the decreasing marginal utility of money.
Consider a subject who has a preference for money and a preference for improvements in the
sequence of money. The subject is contemplating Choice A which is between a sequence of
payments with a slow rate of increase and a sequence with a high rate of increase, where the
undiscounted sums are identical. Now suppose that the subject is also contemplating Choice
B, which is identical to Choice A, with the exception that we add a constant amount to each
payment in both sequences. Further, suppose that the subject selects the slow increasing
sequence in Choice A and the fast increasing sequence in Choice B. The decreasing marginal
utility explanation would contend that the higher payments in Choice B are less benecial
than the same increases in Choice A, and therefore the subject will seek to compensate for
this by selecting a larger rate of increase.
In order to test this decreasing marginal utility explanation, in Study 3 we also measure
the shape of the utility of money. Specically, we employ an Eckel and Grossman (2008)
type measure of risk aversion, in order to measure the rate of the decreasing marginal utility
of money. While we again nd that the preference for increasing payments is related to the
size of the payment, we nd a very weak relationship between this behavior and our measure
of the shape of the utility function. As a result, we do not favor the decreasing marginal
utility explanation for the relationship between the preference for increasing payments and
the size of the payments. Further, unlike Study 1 we do not nd a relationship between
the subjects whose preference for increasing payments varies with the payment size and those
whose preference for decreasing hours varies with the number of hours required.
In our view, this paper makes three contributions to the literature. Although it is well
known that many people have a preference for increasing payments, our rst contribution is the
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nding that this preference is increasing in the size of the payments. Our second contribution
is that this e¤ect appears to not be driven by the decreasing marginal utility of the subject.
Finally, our third contribution is the evidence supporting the theoretical predictions of Smith
(2009a)
2 Related Literature
Research has found that people have a preference for improving sequences of outcomes. This
extensive body of research extends to monetary outcomes or nonmonetary outcomes, retro-
spective evaluations or prospective evaluations, and short or long time horizons.1 For instance,
Loewenstein and Sicherman (1991) o¤ered subjects a choice among payment sequences over 6
years. The amounts within each payment prole summed to identical amounts however each
exhibited a di¤erent rate at which the payments were made. The choices included options
with constant, decreasing, or increasing rates of payment. Therefore, any subject with a pos-
itive discount rate should never prefer an increasing prole. Despite the clear prediction of
standard discounting, the authors found that many subjects preferred the increasing payment
options. As in Loewenstein and Sicherman, we o¤er subjects payment sequences which sum
to identical amounts within each question.
Additionally, Loewenstein and Sicherman found that the preference for increasing pay-
ments was particularly pronounced when the payments were described as "income from wages"
as opposed to "income from rent." In our experiment, we also wish to distinguish between
preferences over payment sequences which require e¤ort and those which do not require e¤ort.
However, we do not utilize the "income from rent" description because if the subject has
prosocial preferences, the subject might not want to obtain an improving sequence of money
by imposing a declining sequence on the person paying the rent. Therefore, in Study 2 we
measure the baseline preference for increasing payments by describing the money as resulting
1For instance, see Ariely and Carmon (2000), Chapman (1996a, 1996b, 2000), Chapman and Elstein (1995),
Elster and Loewenstein (1992), Gigliotti and Sopher (1997), Guyse et. al. (2002), Hsee et. al. (1991), Hsee
and Abelson (1991), Loewenstein and Prelec (1993), Matsumoto et. al. (2000), Ross and Simonson (1991),
Soman (2003), and Varey and Kahneman (1992).
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from a large lotto jackpot won by a family member.
Our experimental setup allows us to test the predictions of Smith (2009a). The pa-
per models a decision maker who selects among prospective sequences of income payments.
Additionally, the decision maker faces a cost of e¤ort however has imperfect recall of these
experienced costs. The paper shows that the decision maker exhibits a preference for increas-
ing payments and this e¤ect is strongest when the payments are neither very likely nor very
unlikely to cover the cost of e¤ort. In other words, Smith predicts that the preference for
increasing payments will be strongest for intermediate payments. In Study 2, we nd that the
largest di¤erence between the preference for increasing sequences of wages and the preference
for increasing sequences of nonwage payments occurs for intermediate sized payments.
Of course, we are eliciting preferences over objects which di¤er in the timing and amount of
money to be received. When observing such choices, it is not a trivial problem to distinguish
the e¤ects due to the instantaneous preferences for money and that due to time preferences.2
In an e¤ort to measure the former, Eckel and Grossman (2008)3 o¤er a simple measure the
risk aversion. In the Eckel-Grossman measure, the subject selects among 5 possible gambles
whereby riskier gambles o¤er a higher expected value. The choice allows the experimenter
to obtain a measure of the Constant Relative Risk Aversion parameter of the subject. We
employ a variation of the Eckel-Grossman measure and compare the results to the preference
for increasing sequences of money. We nd that our measure is very weakly associated with
the relationship between the preference for increasing payments and the size of the payments.
There is a literature which seeks to establish a relationship between the size a monetary
payment, the delay in which it is received, and the subjects time preference. In particular,
Green et. al. (1997) o¤ered subjects a choice between single payments, of di¤erent amounts
to be paid at di¤erent times, and found a negative relationship between the implicit discount
2See Barsky et. al. (1997), Issler and Piqueira (2000), Warner, and Pleeter (2001), Kapteyn and Teppa
(2003), Andersen et. al. (2008) for e¤orts in this regard.
3See Holt and Laury (2002) for another such measure and Dave et. al. (2010) for an examination of the
merits of both.
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rate and the amount of the payment.4 We perform a similar exercise in the sense that we wish
to learn how the subjects time preferences (or negative time preference in our case) varies
with the size of the payments. However, to our knowledge, there has been no study which
examines such an e¤ect on the preference for sequences of payments.
Prior research has examined whether preferences of sequences in one domain (say money)
is related to preferences of sequences in another domain (say health). The existing evidence
on this matter is mixed. Early literature found that the preference for sequences can be inde-
pendent of the domain of the sequence (Chapman, 1996a, 1996b; Schoenfelder and Hantula,
2003).5 However, more recent papers have found evidence of a similar time preference across
some domains (Chapman, 2002; Chapman and Weber, 2006; Hardisty and Weber, 2009).
Consistent with the literature, we also nd mixed results on the matter. In neither Study 1
nor Study 3 do we nd a relationship between the exhibition of the preference for increasing
payment and the exhibition of the preference for decreasing hours.. However in Study 1,
we nd that the subjects which exhibit a relationship between the preference for increasing
payments and the size of the payments also exhibit a relationship between the preference for
decreasing hours and the number of hours required. On the other hand, in Study 3 we nd
no such relationship.
There are two primary criticisms of the preference for increasing payments literature dis-
cussed above. The rst is that the evidence supporting the existence of the preference for
increasing payments tends not to be robust to the method of elicitation. The second criticism
is that the responses of the subjects are not incentive compatible and should therefore be
interpreted with caution. We now address both of these criticisms.
Frederick and Loewenstein (2008) show that the preference for increasing sequences is
sensitive to the means of elicitation.6 We design our questions in order to mitigate the
4Also see Attema et. al. (2010), Benzion et. al. (1989), Green et. al. (2005), Raineri and Rachlin (1993),
Smith and Hantula (2008), Stevenson (1993), and Thaler (1981).
5Schoenfelder and Hantula (2003) is one of the few papers to explore the issue of time preferences over
job attributes in di¤erent domains. Schoenfelder and Hantula did not nd a relationship between the time
preference for income and the time preference for the percentage of the job engaged in preferred tasks.
6See Gigliotti and Sopher (2004) for another paper which challenges the robustness of the preference for
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spurious e¤ects discussed in Frederick and Loewenstein. The authors list three reasons7
regarding which a subject might exhibit a preference for increasing sequences: the utility of
anticipating future outcomes, a contrast e¤ect by having a series of improvements according
to a reference point, and an extrapolation e¤ect where subjects come to believe that the
payment trajectory will continue beyond that specied by the experimenter. These rst two
reasons are not driven by the means of elicitation, however we view the nal reason to be
an unwanted remnant of the methodology. Therefore, we design the experiment to mitigate
the extrapolation e¤ect by stating that prospects beyond a certain year are identical.8 For
instance, the income questions explicitly state that the subject will either be promoted or red
and therefore the answers to the questions will not a¤ect their income beyond the specied
period.
There is another criticism that the experimental work on the preference for increasing
payments is largely not incentive compatible. (It is after all relatively di¢ cult and expensive
to experimentally manipulate a persons income schedule.) Nonetheless, there is evidence that
data generated by such experiments is useful. For instance, Johnson and Bickel (2002) nd
no signicant di¤erences between the measurement of time preferences involving hypothetical
and actual money. Additionally, a large body of empirical evidence supports the claim that
people prefer increasing payments of income. In particular, research has found that wages
increase at a faster rate than productivity.9 This would only seem to persist in the case
when the worker has a preference for such improvements. In another strand of literature,
researchers have found that happiness or satisfaction is signicantly related to increases in
wages.10 Based on the experimental and empirical work cited above, we are condent in the
applicability of the experiments which follow.
increasing payments. Also see Manzini et. al. (2010) for mixed evidence on the topic.
7Also see Read and Powell (2002) for more on the reasons which underpin decisions over time.
8We mention the motivations given by Frederick and Loewenstein for preferences for constant or diminishing
sequences. Regarding a preference for constant sequences: diminishing marginal utility, equality among "selves"
and "divide equally" heuristic. Regarding a preference for decreasing sequences: uncertainty that the future
outcomes will occur, opportunity costs and pure time preference.
9See Clark (1999), Flabbi and Ichino (2001), Frank and Hutchens (1993), Lazear (1999), Medo¤ and
Abraham (1980), and Smith (2009b).
10See Burchardt (2005), Di Tella et. al. (2010), Grund and Sliwka (2007), Inglehart and Rabier (1986), and
Senik (2008).
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3 Study 1
3.1 Procedure
A total of 105 subjects, recruited from economics classes at Rutgers University-Camden, par-
ticipated in the experiment. Sessions were conducted in classes of 19, 50, 13, and 23. Subjects
were given course credit for attendance and were told that within each session, roughly 1 out
of 25 subjects would be randomly drawn to win a prize of $20 in cash.11 Instructions were
provided by the same male experimenter.12 The subjects were told to consider a hypothetical
employment setting. The study posed 5 income sequence questions and 4 hours sequence
questions. Each response was entered on paper.
Before each income sequence question, the subjects were told that they "...are happy with
nonmonetary aspects of the job..." and are o¤ered the following options for payment over
time. Each income sequence question, o¤ered subjects six income sequences over 6 years.
The subjects were told to select the one which they most prefer. In each of the ve income
questions, the subject was presented with a constant sequence of either $17; 000, $37; 000,
$57; 000, $77; 000, or $97; 000. The other response items within each question varied the
degree to which the payments were increasing. These sequences were designed so that each
sequence option, within each question, summed to an identical amount. Therefore, a subject
who positively discounts would select the constant sequence of income, irrespective of the size
of the payments. Further within each question, the response items had identical values in
the third year. However, the increasing payments each had lower incomes in rst and second
years and higher incomes in the fourth, fth, and sixth years. Each sequence was constructed
using the same procedure. See the appendix for a sample income question and a more detailed
explanation of its construction.
We varied the order in which the questions were presented to the subjects. Also, the
response items were presented to subjects so that they were ordered by their rate of increase.
11Two payments were made in the large class, whereas only a single payment was made in the others.
12The delivery of the instructions was aided by Power Point slides. These slides, and any experimental
material, are available from the corresponding author upon request.
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Approximately half of the subjects were given the options in ascending order: the constant
sequence as the rst option and the most increasing sequence as the last option. Approxi-
mately half were given the options in descending order: the most increasing sequence as the
rst option and the constant sequence as the last. We recoded the responses so that Option
1 represents the constant sequence and Option 6 represents the most increasing sequence.
As the rate of increase in the selected sequence is negatively related to the present value of
the sequence, and as we recoded the responses, we are therefore able to speak of a stronger
preference for increasing payments as being associated with a higher chosen number.
In order to minimize the extrapolation e¤ect discussed in Frederick and Loewenstein (2008),
each response item included the description "same for each" for "year 7 and beyond." Also
in an e¤ort to minimize the extrapolation e¤ect, the subjects were told that at the end of
the sixth year, they would either be promoted or red, and therefore their choice of income
stream would not a¤ect their income after the sixth year. The subjects were told that the
dollar amounts were listed in 2009 dollars and that their forecast of ination should not be
factored into their responses.
We performed a similar exercise for sequences of hours required at their job. After the
income questions, the subjects were provided with a list of possible hours sequences over the
next 6 years. In each of the four hours questions, the subject was presented with a constant
amount of 40, 50, 60, or 70 hours per week. The other response items in each question were
increasing or decreasing step functions, with only a single step, which summed to the same
amount over the six years. Therefore, any subject who positively discounts would never prefer
a decreasing sequence of hours. As with the income questions, we varied the order of the
questions and the response items.
Finally, in order to account for the heterogeneity of the valuation of the various salary
amounts, we also asked for their description of the amounts. Specically, the subjects were
asked to provide their description of starting salaries of $17; 000, $37; 000, $57; 000, $77; 000,
and $97; 000 on a scale of 1 (very low) to 7 (very high).
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3.2 Data
To check the validity of the variation of the payments, we note that 104 out of the 105 subjects
o¤ered a description of the incomes of $17; 000, $37; 000, $57; 000, $77; 000 and $97; 000 in a
monotonic fashion. See Table 1 for the mean response to the description of a starting salary
of the various amounts, with the standard deviation in parenthesis.
$17; 000 $37; 000 $57; 000 $77; 000 $97; 000
1:624 3:510 4:743 5:724 6:629
(0:890) (0:883) (0:867) (0:826) (0:624)
Table 1: Mean responses (with standard deviation in parentheses) to descrip-
tion of starting salaries.
See Table 2 for the means and standard deviations of the choices for each of the income
questions.
$17; 000 $37; 000 $57; 000 $77; 000 $97; 000
3:086 3:571 3:714 3:857 3:867
(2:085) (2:042) (2:027) (2:059) (1:976)
Table 2: Mean responses (with standard deviation in parentheses) of choice for
each income question.
Also, we do not nd any signicant di¤erences between the choices of subjects who were
given the options in ascending order and the choices of those who were given the options in
descending order. Further, there is no relationship between the order in which the questions
were presented and subsequent behavior.
We nd a relationship between the preference for increasing payments and the size of
the payments. We run several regressions which provide evidence of this result. Each
regression species the degree of the preference for increasing payments as the dependent
variable. Regressions (1) and (3) employ the wage as the independent variable whereas
regressions (2) and (4) use the description as the independent variable. As we have subjects
making a sequence of choices, we also perform xed e¤ects regressions. Regressions (1) and
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(2) do not account for the subject specic xed e¤ects, whereas in regressions (3) and (4) we
account for the xed e¤ects. Each regression has n = 525. See Table 3 for a summary of the
regressions.13
(1) (2) (3) (4)
Wage 0:0092   0:0092  
(0:0031) (0:0018)
Description   0:16   0:15
(0:046) (0:028)
Fixed E¤ects? No No Y es Y es
R2 0:016 0:022 0:75 0:75
Table 3: Regression results of option choice with *** indicating signicance at
0.01.
As can be seen in Table 3, each regression specication suggests a positive relationship
between the preference for increasing payments and either the size of the wages or the de-
scription of the wages. Also note that accounting for the xed e¤ects does not a¤ect the
coe¢ cient estimates. However, when accounting for the xed e¤ects we do observe smaller
standard errors, and hence a greater signicance of the independent variables. Further, when
accounting for the xed e¤ects, we observe a better t, as evidenced by the higher values for
R2.
Study 1 allows the analysis of the within subject relationship between the preference over
sequences of monetary outcomes and the preference over sequences of nonmonetary outcomes.
As a measure of the preference for increasing payments, we sum the rank of the options selected
in the 5 income questions. As a measure of the preference for decreasing hours, we sum the
rank of the options selected in the 4 hours questions. We perform a regression between
these two variables, and do not nd a relationship between the exhibition of a preference for
increasing payments and a preference for decreasing hours (p = 0:94).
However, our subjects do exhibit a relationship between changes in the preference for
increasing income as the size of the payments vary and changes in the preference for decreasing
13 In this and the remaining set of regressions, because we are not interested in the intercepts, we do not list
them.
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hours as the required hours vary. As a measure of the relationship between the preference for
increasing payments and the size of the payments, we note the number of instances in which
there is an increase in the number selected in adjacent questions. As there are 5 income
questions, there are 4 possibilities to have such an increase ($17K to $37K, $37K to $57K,
$57K to $77K and $77K to $97K). As a measure of the relationship between the preference
for decreasing hours and the number of required hours, we note the number of instances in
which there is a decrease between the number selected in adjacent questions. As there are
4 hours questions, there are 3 possibilities to have such a decrease (40 hours to 50 hours, 50
hours to 60 hours, 60 hours to 70 hours). We perform a regression between these variables,
where income variable is the independent variable. In this regression, the estimated coe¢ cient
is positive (0:104; s:e: 0:0577) and almost signicant (t = 1:80; p = 0:074).
We now perform a similar analysis but rather than examine increases in income choices,
we examine the number of adjacent income questions with identical choices. Further, rather
than examine decreases in hours choices, we examine the number of adjacent hours questions
with identical choices. We run a regression between these two variables, where the income
variable is the independent variable. In this regression, the estimated coe¢ cient is positive
(0:163; s:e: 0:0673) and signicant (t = 2:43; p = 0:017). Therefore, we conclude that
the study provides evidence that within subjects, there is a relationship between changes in
the preference for increasing payments as the size of the payments vary and changes in the
preference for decreasing hours as the required hours vary.
3.3 Discussion
Study 1 found a positive relationship between the preference for increasing payments and the
size of those payments. Additionally, the study demonstrated a link between preferences for
improving sequences involving monetary and nonmonetary outcomes. However, one drawback
of Study 1 is that there was no baseline measure of the preference for sequences of nonwage
money with which to compare the preference for sequences of income. In the following study
we measure such preferences for sequences of money and nonwage money.
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4 Study 2
4.1 Procedure
A total of 212 undergraduate and graduate students in the psychology subject pool at Rutgers
University-Camden were recruited to participate in the experiment. The subjects were given
course credit for participating. The same male experimenter administered the items and
answered any possible questions. The responses were recorded on paper.
Subjects were randomly selected to be in one of two treatments: the Job treatment or the
Lotto treatment. Subjects in the Job treatment were given the identical 5 income questions
as used in Study 1. In the Lotto treatment, the nancial amounts were identical to that in
the Job treatment, however the description of the source of the money was di¤erent. Lotto
treatment subjects were told that a relative won a substantial lotto jackpot and o¤ered the
following streams of money. Therefore, the only di¤erence between the two treatments is the
description of the source of the payments. The Lotto treatment had 108 subjects and the
Job treatment had 104 subjects.
As in Study 1, we varied the order of the response items. Again, we recoded the responses
so that Option 1 represents the constant sequence and Option 6 represents the most increasing
sequence. As a result we are able to speak of a stronger preference for increasing payments as
being associated with a higher number. We also varied the order of the questions. Finally,
as in Study 1, we asked subjects to provide their description of starting salaries of $17; 000,
$37; 000, $57; 000, $77; 000, and $97; 000 on a scale of 1 (very low) to 7 (very high).
4.2 Data
To check the validity of the variation of the payments, note that 209 out of the 212 sub-
jects described the starting incomes of $17; 000, $37; 000, $57; 000, $77; 000, and $97; 000 in a
monotonic fashion. We also do not observe a di¤erence between the choices of the subjects
presented with the response items in ascending order and those presented with the response
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items in descending order. We also do not observe any di¤erences related to the order of the
questions.
To demonstrate the relationship between the wage and the preference for increasing pay-
ments, we run the following regressions. Both regressions specify the degree of the preference
for increasing payments as the dependent variable and the payments as the independent vari-
able. Regression 1 does not account for xed e¤ects and regression 2 accounts for xed e¤ects.
See Table 4 for the results of the regressions.
(1) (2)
Payments 0:040 0:047
(0:019) (0:013)
Fixed E¤ects? No Y es
R2 0:0040 0:68
Table 4: Regression results of option choice with *** indicating signicance at
0.01.
As can be seen in Table 4, both regression specications suggest a positive relationship
between the preference for increasing payments and the size of the payments. Using repeated
measures ANOVA, the within-subject factor was F (1; 210) = 169:56, p < 0:001, 2 = 0:447,
where the degrees of freedom were adjusted for sphericity using the lower bound approach.
We now compare the Lotto and Job treatments. See Figure 1 which displays the mean
choice by the payment size and payment treatment.
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Figure 1: Mean preference for increasing payments by payment size and payment treatment.
Consistent with Loewenstein and Sicherman (1991) the preference for increasing sequences of
payments is larger for sequences described as income payments from a job rather than income
payments from some other source. The question then becomes, what is the relationship
between these di¤erences and the size of the payments. In order to determine this relationship,
we perform a t-test between the Lotto and Job treatments for each of the 5 income questions.
We also perform the Mann-Whitney test between the Lotto and Job treatments in each of the
5 income questions. In addition to the means and standard deviations within each treatment,
the results of the t-tests and Mann-Whitney tests are listed below in Table 5.14
$17; 000 $37; 000 $57; 000 $77; 000 $97; 000
Lotto Treatment 3:20 3:23 3:19 3:52 3:66
(2:29) (2:18) (2:12) (2:17) (2:20)
Job Treatment 3:64 3:70 3:84 4:02 4:10
(2:16) (2:09) (2:11) (2:07) (2:06)
t-statistic  1:44  1:61  2:21  1:72  1:50
p-value 0:075 0:055 0:014 0:043 0:067
Mann-Whitney z-statistic  1:35  1:68  2:18  1:74  1:31
p-value 0:089 0:047 0:015 0:041 0:095
Table 5: Results of t-tests and Mann-Whitney tests across treatments with
means (and standard deviations in parentheses).
Note that Table 5 demonstrates that the Lotto treatment and Job treatment are signif-
icantly di¤erent for intermediate payments but not signicantly di¤erent for large or small
payments. Specically, we observe a signicant di¤erence between the Lotto and Job treat-
ments for the $57; 000 question. We observe a marginally signicant di¤erence between the
Lotto and Job treatments for the $37; 000 and $77; 000 questions. Finally, we do not observe
a signicant di¤erence between the Lotto and Job treatments for the $17; 000 and $97; 000
questions.
14Each t-test has 210 degrees of freedom. The p-values listed are for a one-sided test.
15
4.3 Discussion
The results of Study 2 provide support for the predictions of Smith (2009a). Roughly, Smith
predicts that, for an agent with a imperfect recall of the experienced cost of e¤ort, increasing
payments for wage income can reduce the perceived cost of e¤ort. For payments which are
very likely or very unlikely to cover the cost of e¤ort, the benet of such a reduction is minimal.
However, for payments which are neither likely nor unlikely to cover the cost of e¤ort, there
could be a signicant benet from such a reduction. Therefore, Smith (2009a) predicts that
the preference for increasing payments will be largest for intermediate payments. Indeed, the
results in Study 2 support these predictions.
Other than a mechanism similar to that proposed in Smith (2009a), it is di¢ cult to see
how this nonmonotonic relationship could arise. Other explanations of the di¤erence between
the preference for increasing sequences of wages and the preference for increasing sequences of
nonwage money involved a feeling of mastery which accompanies succeeding at a job.15 While
this is likely to be an important reason to value increasing sequences of wages, it is di¢ cult to
see how this explanation is consistent with the nonmonotonic relationship found in Study 2.
Similar to Study 1, in Study 2 we observe a relationship between the preference for in-
creasing payments and the size of the payments. However, we have yet to explore the the
potential reasons for this relationship. One possible explanation for the relationship between
the preference for increasing payments and the size of the payments is that it is due to the
decreasing marginal utility of money. In order to test this explanation, we also measure the
shape of the utility for money in the following study.
15Loewenstein and Sicherman (1991).
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5 Study 3
5.1 Proecdure
A total of 230 Rutgers-Camden law students completed our survey.16 The items were admin-
istered online via Surveymonkey.com. An email notication was sent to each law student,
which invited them to participate in the survey. The subjects were told that, upon completion
of the survey, they would be entered into a lottery for a $50 prize, where one prize would be
given for every 50 subjects who complete the survey.17
It was important to tailor the employment questions to the expectations of the subjects.
However, somewhat peculiar to the eld, the post law school job market is characterized by
two distinct employment options.18 In our survey, we refer to these options as "Big Firm"
and "Small Firm/Public Interest." When compared to the latter, the former is characterized
by longer hours, higher pay, and less control over caseload. As a result, in the rst item of the
survey the subjects were asked for their plans after law school: Denitely Big Firm, Probably
Big Firm, Possibly Big Firm, I dont Know, Possibly Small Firm/Public Interest, Probably
Small Firm/Public Interest, or Denitely Small Firm/Public Interest. This initial item would
allow the subject to be directed to the appropriate income questions and job description.
As in both Study 1 and 2, each income question o¤ered subjects 6 options regarding
possible income streams. Within each question, the undiscounted sum of the payments of
the response items were identical. However, we varied the rate of increase, and hence their
present discounted value. As is more standard in the legal profession, we o¤er the payments
over 7 years. We told the subjects that at the end of the 7th year, they will either be red or
promoted hence their choice will have no a¤ect on income after the 7th year.
In an e¤ort to hold the perceived cost of e¤ort constant, while we varied income levels, we
provided an employment description for both the Big Firm subjects and the Small Firm/Public
16A total of 279 surveys were submitted however only 239 were completed from a unique respondent. We
additionally excluded 9 surveys because they were not completed within one hour.
17We made 5 payments of $50.
18National Association for Legal Career Professionals (2008).
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Interest subjects. Additionally, we selected the income levels in order to include values which,
within the selected employment option, would be considered to range from very low to very
high. The Small Firm subjects were told, "You work 50 hours per week or less. You have
control over your caseload. The job is relatively stress-free and you have a good work-life
balance." For the Small Firm subjects, we varied the income levels of $28; 000, $48; 000,
$68; 000, $88; 000, $108; 000 and $128; 000. The Big Firm subjects were told, "You work an
excess of 80 hours per week. You have no control over your caseload. The job is relatively
stressful and you do not have a good work-life balance." We varied the income levels of
$58; 000, $88; 000, $118; 000, $148; 000, $178; 000 and $208; 000. We randomly19 determined
whether the income questions were asked in an increasing or decreasing order. Within each
question, the response items were automatically randomized by the survey tool. The subjects
were then asked to provide the description of the relevant starting salaries on a scale of 1 (very
low) to 7 (very high).
Next, the subjects were presented with a modied Eckel and Grossman (2008) measure of
risk aversion. The item was posed as a choice of bonus structure, whereby the subject could
not control the likelihood of obtaining the bonus, and that such a choice would not a¤ect
future payments. The choices were: $70; 000 for sure, $68; 000 with 50% and $74; 000 with
50%, $64; 000 with 50% and $82; 000 with 50%, $60; 000 with 50% and $90; 000 with 50%,
$54; 000 with 50% and $102; 000 with 50%, $44; 000 with 50% and $122; 000 with 50%. The
Big Firm subjects were presented with the identical options, with the exception that each
monetary payment was multiplied by 2. As in the original Eckel and Grossman measure,
the response items as listed above are increasing in both risk and expected value. Further, a
choice among the options provides a measure of the shape of their utility for money.
Finally, the subjects were o¤ered the hours questions as in Study 1, with the exception
that the required hours were specied over 7 rather than 6 years.
19Survey Monkey does not o¤er a randomization of the question order however this randomization was
accomplished by asking for the nal digit of the subjects date of birth. Odd numbered dates were directed
to a sequence of questions which decreased in the income levels and even numbered dates were directed to
increasing questions. There was no relationship between the last digit of their birthdate and any subsequent
response.
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5.2 Data
To check the validity of the variation of the payments, we note that 229 out of the 230 subjects
described the incomes in a monotonic fashion.
As in the two previous studies, the preference for increasing payments is related to the
size of the payments. We run several regressions with the rank of the income question as the
independent variable and the income choice as the dependent variable. In each regression
n = 1360. As there are possibly unobserved di¤erences in the subjects who select the Small
Firm/Public Interest career over the Big Firm career, we also include a dummy variable which
takes a value of 1 if the subject was given the Small Firm/Public Interest questions, and 0
otherwise. We also include the interaction between the Small Firm dummy and the question
rank. See Table 6 for the results of these regressions.
(1) (2) (3) (4)
Question 0:20 0:20 0:20 0:12
(0:031) (0:021) (0:021) (0:034)
Small Firm      1:67  2:09
(0:75) (0:76)
Interaction       0:121
(0:043)
Fixed E¤ects? No Y es Y es Y es
R2 0:028 0:65 0:65 0:65
Table 6: Regression results of option choice with ** indicating signicance at
0.05, and *** indicating signicance at 0.01.
As the results of Table 6 demonstrate, the preference for increasing payments is positively
related to the size of the income payments. Further, this result is robust when one includes
the xed e¤ects and the expected career path of the subject.
Similar to Study 1, we elicit preferences over sequences of income and sequences of hours.
Therefore, as in Study 1, we are able to explore whether subjects who exhibit a preference for
increasing payments also exhibit a preference for decreasing hours. As in Study 1, we measure
the preference for increasing payments by summing the rank of the income responses and we
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measure the preference for decreasing hours by summing the rank of the hours responses.
We run a regression between these two variables, and do not nd a signicant relationship
(p = 0:42). This negative result is not terribly surprising, given that we observed similar
behavior in Study 1.
However, we can also test whether the subjects who exhibit a relationship between the
preference for increasing payments and the size of the payments also exhibit a relationship
between the preference for decreasing hours and the number of hours required. Further,
because we conduct a measure of the shape of the utility for money, we are able to determine
whether this is associated with the relationship between the preference for increasing payments
and the size of the payments.
We run 6 regressions in order to better understand the relationship between the preference
for increasing payments and the size of the payments. To do so, we examine the role of
preferences for improving sequences of nonmonetary domains and the shape of the utility
curve as measured by the choice of bonus structure. In each of the regressions below, the
dependent variable is the number of instances of a constant response to adjacent income
questions. Regressions (1), (2), (5), and (6) use the number of instances of constant response
to adjacent hours questions as an independent variable. Regressions (3) - (6) use the response
to the bonus question as an independent variable. Regressions (2), (4), and (6) include the
Small Firm dummy variable and the relevant interaction terms. Each regression has n = 230.
The results are summarized in Table 7:
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(1) (2) (3) (4) (5) (6)
Hours 0:041  0:070     0:230 0:11
(0:11) (0:17) (0:224) (0:26)
Bonus     0:091 0:16 0:216 0:31
(0:068) (0:11) (0:147) (0:18)
Hours-Bonus Interaction          0:0654  0:072
(0:0688) (0:070)
Small Firm    0:14   0:53   0:11
(0:47) (0:45) (0:62)
Small Firm-Hours Interaction   0:21       0:25
(0:22) (0:23)
Small Firm-Bonus Interaction        0:10    0:12
(0:14) (0:14)
R2 0:00059 0:00923 0:0079 0:015 0:013 0:025
Table 7: Regressions with the number of instances of constant responses to
adjacent income questions as the dependent variable and number of instances of
constant responses to adjacent hours questions as the independent variable in re-
gressions (1), (2), (5), and (6), where * indicates signicance at 0:10.
We note that in the six regressions, there is only a single relationship approaching sig-
nicance: in regression (6) the bonus variable is signicant at 0:10. This o¤ers very weak
evidence in support of the decreasing marginal utility explanation. However, it is possible
that this lack of signicance is due to the specication. As a result, we conduct a similar ex-
ercise as above, with the exception that we examine changes across adjacent questions rather
than constant responses across adjacent questions. In the regressions below, the dependent
variable is the number of instances of increasing responses to adjacent income questions. Re-
gressions (1), (2), (5), and (6) use the number of instances of decreasing responses to adjacent
hours questions as an independent variable. Regressions (3) - (6) use the response to the
bonus question as an independent variable. Regressions (2), (4), and (6) include the Small
Firm dummy variable and the relevant interaction terms. Each regression has n = 230. The
results are summarized in Table 8.
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(1) (2) (3) (4) (5) (6)
Hours 0:054  0:085     0:00871  0:14
(0:11) (0:20) (0:224) (0:27)
Bonus      0:080  0:086  0:0844  0:095
(0:041) (0:067) (0:0518) (0:072)
Hours-Bonus Interaction         0:0123 0:0083
(0:0707) (0:072)
Small Firm    0:14    0:072    0:21
(0:18) (0:28) (0:31)
Small Firm-Hours Interaction   0:21       0:25
(0:24) (0:24)
Small Firm-Bonus Interaction       0:0093   0:014
(0:085) (0:087)
R2 0:0010 0:0049 0:016 0:017 0:017 0:022
Table 8: Regressions where the number of instances of increasing responses
to adjacent income questions as the dependent variable and number of instances
of constant responses to adjacent hours questions as the independent variable in
regressions (1), (2), (5), and (6), where * indicates signicance at 0:10.
Note that in none of the twelve regressions as summarized in Tables 7 and 8, do any of
the variables reach the 0:05 level of signicance. Further, in only two of the twelve regressions
does a single variable reach the 0:10 level of signicance. Thus, the only variable approaching
signicance is the response to the bonus question. Therefore, we conclude that there is very
weak evidence that the shape of the utility curve is responsible for the relationship between the
preference for increasing payments and the size of the payments. Also we conclude that, unlike
Study 1, subjects who exhibit a relationship between the preference for increasing payments
and the size of the payments are not likely to exhibit a relationship between the preference
for decreasing hours and the number of hours required.
5.3 Discussion
As in Study 1 and Study 2, we nd that there is a relationship between the preference for
increasing payments and the size of the payments. This result is robust to the precise
specication of the income questions and the subject specic xed e¤ects.
A natural explanation for this relationship is that people tend to exhibit a decreasing
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marginal utility of money. However, for this explanation to hold, the relationship must vary
with the shape of the subjects utility for money. We measured the shape of the utility
of money using a technique adapted from Eckel and Grossman (2008). We nd very weak
evidence in support of the decreasing marginal utility explanation.
Study 3 also nds that, unlike Study 1, the subjects who exhibit a relationship between the
preference for increasing payments and the size of the payments do not exhibit a relationship
between the preferences for decreasing hours and the hours required. This mixed evidence
regarding the role the preference for improving sequences across di¤erent domains is consistent
with the literature. In our study, we speculate that the law students in Study 3 are aware
that explicitly o¤ering a declining sequence of required hours is not common. As a result,
it is possible that they discount the possibility. By contrast, the undergraduate students in
Study 1 are perhaps not aware of this fact, and therefore do not discount the possibility.
6 Conclusion
Although prior research has found that people often exhibit a preference for increasing pay-
ments, little was known about how these preferences vary with the size of the payments. We
contribute to the literature by nding evidence that the preference for increasing payments is
increasing in the size of the payments. Indeed, we found this in each of our three studies,
despite the di¤erences in the subject populations.
Although the relationship between the preference for increasing payments and the size
of the payments seems to be robust, our research also sheds light on potential explanations.
The available evidence does not support the decreasing marginal utility explanation. In
particular, we measured of the shape of the utility for money and found that it is only weakly
associated with the relationship between the preference for increasing payments and the size
of the payments.
Finally, our paper contributes to the literature by nding experimental evidence supporting
the theoretical predictions of Smith (2009a). As people tend to exhibit a stronger preference
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for sequences of money when the payments are described as wages as opposed to nonwage
money, we took a baseline measure of preference for increasing sequences of nonwage money.
We found that the di¤erence between the preference for increasing income and the preference
for increasing payments of nonwage money is largest for these intermediate values.
It is worth reecting on the limitations of the present study. First, before we completely
rule out the marginal utility explanation, we note that our evidence is clearly a¤ected by
our choice of the measure of utility. Perhaps behavior in our adaptation of the Eckel and
Grossman (2008) measure is unreliable for the large payment amounts which we employ.
Secondly, choice in our experiment is not incentive compatible. It is worthwhile to look for
empirical data which could potentially falsify the experimental studies presented here.
24
7 References
Andersen, Ste¤en, Harrison, Glenn, Lau, Morten and Rutstrom, E. Elisabet (2008): "Eliciting
Risk and Time Preferences," Econometrica, 76(3): 583618.
Ariely, Dan and Carmon, Ziv (2000): "Gestalt characteristics of experiences: the dening
features of summarized events," Journal of Behavioral Decision Making, 13: 191201.
Attema, Arthur, Bleichrodt, Han, Rohde, Kirsten and Wakker, Peter (2010): "Time-
Tradeo¤ Sequences for Analyzing Discounting and Time Inconsistency,"Management Science,
56(11): 20152030.
Barsky, Robert, Juster, F. Thomas, Kimball, Miles and Shapiro, , Matthew (1997): "Pref-
erence Parameters and Behavioral Heterogeneity: An Experimental Approach in the Health
and Retirement Study," Quarterly Journal of Economics, 112 (2): 537579.
Benzion, Uri, Rapoport, Amnon and Yagil, Joseph (1989): "Discount Rates Inferred from
Decisions: An Experimental Study," Management Science, 35(3): 270284.
Burchardt, Tania (2005): Are One Mans Rags another Mans Riches? Identifying Adap-
tive Expectations Using Panel Data.Social Indicators Research, 74(1): 57102.
Chapman, Gretchen (1996a): "Expectations and preferences for sequences of health and
money," Organizational Behavior and Human Decision Processes, 67: 5975.
Chapman, Gretchen (1996b): "Temporal discounting and utility for health and money,"
Journal of Experimental Psychology: Learning, Memory, and Cognition, 22: 771791.
Chapman, Gretchen (2000): "Preferences for improving and declining sequences of health
outcomes," Journal of Behavioral Decision Making, 13: 203218.
Chapman, Gretchen (2002): "Your money or your health: Time preferences and trading
money for health," Medical Decision Making, 22: 410416.
Chapman, Gretchen and Elstein, Aurthur (1995): "Valuing the future: Temporal discount-
ing of health and money," Medical Decision Making, 15: 373386.
Chapman, Gretchen and Weber, Bethany (2006): "Decision biases in intertemporal choice
and choice under uncertainty. Testing a common account," Memory & Cognition, 34(3): 589
602.
Clark, Andrew (1999): "Are Wages Habit-Forming? Evidence from Micro Data," Journal
of Economic Behavior and Organization, 39(2): 179200.
Dave, Chetan, Eckel, Catherine, Johnson, Cathleen and Rojas, Christian (2010) "Eliciting
Risk Preferences: When is Simple Better?" Journal of Risk and Uncertainty, 41: 219243.
25
Di Tella, Rafael , Haisken-De New, John and MacCulloch, Robert (2010): "Happiness
Adaptation to Income and to Status in an Individual Panel," Journal of Economic Behavior
and Organization, 76(3): 834852.
Eckel, Catherine and Grossman, Philip (2008): "Forecasting risk attitudes: An experi-
mental study using actual and forecast gamble choices," Journal of Economic Behavior and
Organization, 68: 117.
Elster, Jonathan and Loewenstein, George (1992): "Utility from memory and anticipa-
tion." In G. F. Loewenstein, & J.Elster (Eds.), Choice over time (pp. 213234). New York:
Sage.
Flabbi, L., Ichino, A., (2001): "Productivity, seniority and wages: new evidence from
personnel data," Labour Economics, 8: 359387.
Frank, Robert and Hutchins, Robert (1993): Wages, seniority and the demand for rising
consumption proles,Journal of Economic Behavior and Organization, 21: 251276.
Frederick, Shane and Loewenstein, George (2008): Conicting Motives in Evaluations of
Sequences,Journal of Risk and Uncertainty, 37: 221235.
Gigliotti, Gary and Sopher, Barry (2004): "Analysis of Intertemporal Choice: A New
Framework and Experimental Results," Theory and Decision, 55: 209233.
Gigliotti, Gary and Sopher, Barry (1997): "Violations of Present-Value Maximization in
Income Choice," Theory and Decision, 43: 4569.
Green, Leonard, Myerson, Joel and McFadden, Edward (1997): "Rate of Temporal Dis-
counting Decreases with Amount of Reward," Memory & Cognition, 25(5): 715723.
Green, Leonard, Myerson, Joel and Macaux, Eric (2005): "Temporal Discounting When
the Choice Is Between Two Delayed Rewards," Journal of Experimental Psychology: Learning,
Memory, and Cognition, 31(5): 11211133.
Grund, Christian and Sliwka, Dirk (2007): Reference-Dependent Preferences and the
Impact of Wage Increases on Job Satisfaction: Theory and Evidence,Journal of Institutional
and Theoretical Economics, 163(2): 313335.
Guyse, Je¤ery, Keller L. Robin and Eppel, Thomas (2002): "Valuing Environmental Out-
comes: Preferences for Constant or Improving Sequences," Organizational Behavior and Hu-
man Decision Processes, 87: 253277.
Hardisty, David and Weber, Elke (2009): "Discounting Future Green: Money Versus the
Environment," Journal of Experimental Psychology: General, 138(3): 329340.
Holt, Charles and Laury, Susan (2002): "Risk aversion and incentive e¤ects," American
Economic Review, 92(5): 16441655.
26
Hsee, Christopher and Abelson, Robert (1991): "Velocity Relation: Satisfaction as a Func-
tion of the First Derivative of Outcome Over Time," Journal of Personality and Social Psy-
chology, 60(3): 341347.
Hsee, Christoper, Abelson, Robert and Salovey, Peter (1991): "The Relative Weighting of
Position and Velocity in Satisfaction," Psychological Science, 2(4): 263266.
Inglehart, Ronald and Rabier, Jacques-Rene (1986): "Aspirations Adapt to Situations:
But Why Are the Belgians so Much Happier than the French? A Cross-Cultural Analysis
of the Subjective Quality of Life," In Research on the Quality of Life, Frank Andrews (Ed.),
Institute for Social Research, University of Michican, Ann Arbor.
Issler, Joao and Piqueira, Natalia (2000): "Estimating Relative Risk Aversion, the Dis-
count Rate, and the Intertemporal Elasticity of Substitution in Consumption for Brazil Using
Three Types of Utility Function," Brazilian Review of Econometrics, 20(2): 201239.
Johnson, Matthew and Bickel, Warren (2002): "Within-Subject Comparison of Real and
Hypothetical Money Rewards in Delay Discounting," Journal of the Analysis of Experimental
Behavior, 77(2): 129146.
Kapteyn, Arie and Teppa, Federica (2003): "Hypothetical Intertemporal Consumption
Choices," Economic Journal, 113: C140C152.
Lazear, Edward (1999): Personnel Economics: Past Lessons and Future Directions,
Journal of Labor Economics, 17(2): 198236.
Loewenstein, George and Prelec, Drazen (1993): "Preferences for Sequences of Outcomes,"
Psychological Review, 100(1): 91108.
Loewenstein, George and Sicherman, Nachum (1991): Do Workers Prefer Increasing Wage
Proles?Journal of Labor Economics, 9(1): 6784.
Manzini, Paola, Mariotti, Marco and Mittone, Luigi (2010) "Choosing Monetary Se-
quences: Theory and Experimental Evidence," Theory and Decision, 69(3): 327354.
Matsumoto, Dawn, Peecher, Mark and Rich, Jay (2000): "Evaluations of Outcome Se-
quences," Organizational Behavior and Human Decision Processes, 83(2): 331352.
Medo¤, James and Abraham, Katharine (1980): "Experience, Performance, and Earn-
ings," Quarterly Journal of Economics, 95: 703736.
National Association for Legal Career Professionals (2008): "Starting Salary Distribution
for Class of 2008 More Dramatic than Previous Years," http://www.nalp.org/08saldistribution.
Raineri, Andres and Rachlin, Howard (1993): "The E¤ect of Temporal Constraints on the
Value of Money and Other Commodities," Journal of Behavioral Decision Making, 6: 7794.
Ross, W. T. Jr and Simonson, I. (1991): "Evaluating pairs of experiences: A preference
for happy endings," Journal of Behavioral Decision Making, 4: 273282.
27
Schoenfelder, Thomas and Hantula, Donald (2003): "A Job with a Future? Delay Dis-
counting, Magnitude E¤ects, and Domain Independence of Utility for Career Decisions," Jour-
nal of Vocational Behavior, 62: 4355.
Senik, Claudia (2008): "Is Man Doomed to Progress?" Journal of Economic Behavior and
Organization, 68: 140152.
Smith, Carter and Hantula, Donald (2008): "Methodological Considerations in the Study
of Delay Discounting in Intertemporal Choice: A Comparison of Tasks and Modes," Behavior
Research Methods, 40(4): 940953.
Smith, John (2009a): Imperfect Memory and the Preference for Increasing Payments
Journal of Institutional and Theoretical Economics, 165(4): 684700.
Smith, John (2009b): "Cognitive Dissonance and the Overtaking Anomaly: Psychology in
the Principal-Agent Relationship," Journal of Socio-Economics, 38(4): 684690.
Soman, Dilip (2003): "Prospective and Retrospective Evaluations of Experiences: How
You Evaluate an Experience Depends on When You Evaluate It," Journal of Behavioral De-
cision Making, 16: 3552.
Stevenson, Mary Kay (1993): "Decision making with long-term consequences: Temporal
discounting for single and multiple outcomes in the future," Journal of Experimental Psychol-
ogy: General, 122: 322.
Thaler, Richard (1981): "Some Empirical Evidence of Dynamic Inconsistency," Economics
Letters, 8: 201207.
Varey, Carol and Kahneman, Daniel (1992): "Experiences extended across time: Evalua-
tion of moments and episodes," Journal of Behavioral Decision Making, 5, 169185.
Warner, John and Pleeter, Saul (2001): "The Personal Discount Rate: Evidence from
Military Downsizing Programs," American Economic Review, 91(1): 3353.
Authorsbiographies
Sean Du¤y is an Assistant Professor of Psychology at Rutgers University-Camden. His
research concerns how categories inuence stimulus estimation, the development of mathe-
matical reasoning in children, and environmental psychology.
John Smith is an Assistant Professor of Economics at Rutgers University-Camden. He
conducts theoretical, experimental and empirical research on behavior, including social identity
and cognitive dissonance.
Authorsaddresses
Sean Du¤y, Rutgers University-Camden, Department of Psychology, 311 North 5th
Street, Camden, NJ 08102, USA.
John Smith, Rutgers University-Camden, Department of Economics, 311 North 5th
Street, Camden, NJ 08102, USA.
28
8 Appendix
In Studies 1 and 2, we constructed the income sequence questions are follows. Each question
consisted of multiplying one of the base values of $17; 000, $37; 000, $57; 000, $77; 000, and
$97; 000 to the values in the table below.
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6
Option 1 1.00 1.00 1.00 1.00 1.00 1.00
Option 2 0.97 0.98 1.00 1.01 1.015 1.025
Option 3 0.94 0.96 1.00 1.02 1.03 1.05
Option 4 0.91 0.94 1.00 1.03 1.045 1.075
Option 5 0.88 0.92 1.00 1.04 1.06 1.10
Option 6 0.85 0.90 1.00 1.05 1.075 1.125
The sequences in Study 3 were constructed in a similar fashion.
Below is a sample income question from Study 1.
To better understand your preferences for your future career, we will ask a series of ques-
tions.
There are no correct answers, so please answer as honestly as possible.
You are reasonable happy with the nonmonetary aspects of the job and you are o¤ered
the following payment schedules over the next 6 years.
Specically, you are given 6 options (Option 1,. . . , Option 6) which species an amount of
income for each of the following 6 years.
At the end of 6 years, you will either be promoted to a higher position or you will be red.
Therefore your choice of payment will have no bearing on your income at the end of the six
years.
**Note all amounts are listed in 2009 dollars therefore your answer should not reect your
beliefs about future ination.
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 and Beyond
Option 1 $37,000 $37,000 $37,000 $37,000 $37,000 $37,000 Same for each
Option 2 $35,890 $36,260 $37,000 $37,370 $37,555 $37,925 Same for each
Option 3 $34,780 $35,520 $37,000 $37,740 $38,110 $38,850 Same for each
Option 4 $33,670 $34,780 $37,000 $38,110 $38,665 $39,775 Same for each
Option 5 $32,560 $34,040 $37,000 $38,480 $39,220 $40,700 Same for each
Option 6 $31,450 $33,300 $37,000 $38,850 $39,775 $41,625 Same for each
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Below is a sample income question from the Small Firm/Public Interest series
in Study 3.
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